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MANAGEMENT UPDATE - OCTOBER 19. 1984 


I. LEGAL 

XSSI1 

1. E.E.C. 



a) On October 1, 1984 we received e copy of the Commission's brief 
filed with the Court on September 5. 


The main point# raised in the brief ere t 


1) The old agreements violated the Treaty. 




Unlike the earlier agreements, the new arrangements are not 
subject to the joint venture rules. 

Any future acquisition by PM would be subject to the merger 
rules (Article 86). 


4) PM's previous market arguments are being used by the 
Commission to answer the charges of anti-competitive effects. 

5) The Commission gives arguments to justify its claim that PM 
will want to keep the value of RI shares low to facilitate a 
possible later purchase. 

6) The Commission is entitled to exercise its discretion. 


b) On September 28, PM Inc. replied to 0. Ferry's letter of 
September 12 requesting confirmation of compliance with 
undertakings given to the EEC. The letter confirmed that PM had 
complied in all respects with the undertakings given, 

c) Rembrandt replied on October 5 to 8 similar letter from J. Ferry 
confirming that the terms of the undertakings by RG have been 
observed. 

d) We have now lesmed that Rl also rsceived s letter from 3. Ferry 
requesting RI to provide within two weeks the following 
information : 
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1) Copies of minutes of board (nestings snd management meetings 
where PM wss mentioned. 

2) Copies of any internal memos re PM. 

3) The extent of PM'8 involvement in any directors' appointments. 

4) Any information given to PM. 

R1 have replied stating that the information asked for would take 
some time to provide and have requested a meeting between their 
lawyers and ths Commission to discuss how the information will be 
provided and used. 

e) All governments of EEC countries have announced candidates for 
Commissioners to take office from January 1, 1985 until 
December 31, 1988. The following are the candidates so Far 
announced: 

1. Mr. Jacques Delors (President) 

2. not yet known 

1. Lord Cockfield 

2. Mr. Stanley Clinton 

1* Mr. Karl Heinz Narjes 
2. Mr, Alois Pfeiffer 

1. Mr. Lorenzo Natali 

2. not yet known 

Mr. Franz Andrieesen 
Mr. Peter Sutherland 
Mr. Grigory Varfis 
Mr. Nicholas Mosar 
Mr. Henning Christophersen 
Mr. Willy de Clercq 


France 

United Kingdom 

Germany 

Italy 

Holland 

Ireland 

Greece 

Luxembourg 

Denmark 

Belgium 


The various portfolios will be allocated during the first week of 
January 1985. 


Source: https://www.industrydocuments.ucsf.edu/docs/xpdkOOOO 
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f) M. Caspar! has announced that as from October 1, DG IV has been 
reorganized. 

There will now be five directorates reporting to Caspari. 
Directorate A will deal with general competition policy, 
Directorate D will handle coordination of competition decision, 
and Directorate E will handle State Aids. Directorates B and C 
will handle restrictive practices and abuse of dominant 
positions. 3. Ferry will be responsible for Directorate B. These 
two directorates will be organized on an industry basis. 

Tobacco industryjMttexawill be handled by Directorate C which 
is headed i$ yjjr7 G. Rocc a^but it has been decided that pending 
cases will continue to be dealt with by existing personnel within 
DG IV. 

g) A draft directive on international mergers was expected to be 
discussed at a meeting of the Commission services on October 18. 
If issued, the draft directive will supercede the proposal which 
dates back to 1973. 

2. Germany 

a) Our Appeal brief was filed with the Supreme Court on 
September 28, 

b) We received on October 1 the Appeal brief submitted by the FCO 
(19 pages) and Reynolds' (15 pages). Both briefs claim thst the 
Kammergericht should have upheld the FCO prohibition of the 
merger between PM and RTH and not restricted the prohibition only 
to the German subsidiaries. Other arguments previously submitted 
to the Kammergericht are restated. Both parties reserve their 
opinion whether the case has become moot and Reynolds argue that 
the restructuring has led to "an even increased influence of PM 
Inc.". 

The date for submission of replies to the briefs has not yet been 
set. 


Source: https://www.industrydocuments.ucsf.edu/docs/xpdkOOOO 


2500084552 



P.005 


OCT.19 ’84 14!il PHILIP MORRIS EEC LAUSANNE 

- 4 - 


II. OPERATIONS 


1. Expanded Tobacco 

•) Following the recent trials at Munich factory, Martin Brinkmann 
have now ordered 70 tone of ET to be supplied before the end of 
the year. They have also indicated that they will require a 
further 150 tons next year with possibly an increase to 600 tone 
if Brinkmann extend the use of ET (presumably by including it in 
Lord). 

A meeting will be held to finalize the arrangements and all 
details will be cleared by our EEC and German lawyers. 

b) Turmac have ordered a trial quantity of ET to be supplied from 
BOZ. 


III. PLANNING 

essssssc 

1. Dunhill License 


RI have accepted our proposals for b license for Dunhill which was 
presented at the meeting on September 14. RI have prepared a draft 
original contract but we have nut yet received it. 

2, Cartier License 

RG have advised us that Cartier will want similar license terms for 
the Americas as given to Dunhill. These are different from those 
previously thought to have been agreed. PM is considering its 
position. 

3. Carribean & Latin America License 


The agreement for Rembrandt brands was signed in Zurich on October 1 
by H. Maxwell and 3.A. Rupert. 

4. Canada - Beer 


Miller "High Life" sales by Carling O'Keefe in Canada for August 
1984 and year-to-date are: 


Source: https://www.industrydocuments.ucsf.edu/docs/xpdkOOOO 
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(000 bsrrals) 

August 

Y-T-D 

Market Share 
Currant Month 

Ontario 

81.4 

537.5 

10.9 X 

Quebec 

35.6 

230.4 

7.2 X 

Manitoba 

9.5 

64.0 

11.4 X 

Saskatchewan 

5.3 

44-1 8 

7.8 X 

British Columbia 

9.7 

35.3 

4.7 X 

Alberta 

8.8 

22.0 

5.4 X 

Newfoundland 

4.1 

17,6 

8.6 X 

Northwest Territories 2.0 

3.2 

3.8 X . 

Yukon * 

0.9 

0.9 

2.5 X 

Total 

157.3 

955.0 


* Miller High Lift 

ZBS22 

introduced in 

Yukon in August 

1984. 


IV. FINANCIAL 

1» Martin Brinkmann 


The following results have been announced by Martin Brinkmann for 
the year ended March 1984 t 




Turnover 

Operating Profit (Loss) 
Non trading income 
Tax 

Net Loss 



In a press release, T. van Gorkom stated that a similar loss was 
estimated for the year ending March 1985. Of that 1db¥P©M-50 mio 
w6ul3~5e~~efae-- to 8ocia l -pl-anrT±ng J costs~~as Brinkmann would like to 
reduce its work force from 3,100 to 2,150 by the end of 1985. 


For their financial year ending March 1986, a breakeven situation 
has been predicted. At the same time, it was announced that 
Mr. H. Guidice, who was Managing Director of Martin Brinkmann A.G. 
until March 1984 when he was appointed Managing Director of 
Brinkmann Holding, will leave this latter position in January 1985. 
The press statement also said that an agreement had been reached 
with the Union to guarantee employment of 45D workers in Bremen for 
three years. 


Source: https://www.industrydocuments.ucsf.edu/docs/xpdkOOOO 
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2. RI Dividend 

RI paid their dividend on October 2 and PM received £ 2.8 million 
which was remitted to NY, 

3. RI Bonds 

Following the recent conversions by public bondholders, we will 
review with RG whether we should both convert aufficient bonda to 
revert to the statue quo and any implications related to this* A 
A decision will be made during November and unless further public bond 
| conversion* take place, PM and RG would have to convert 
f £ 674,000 bonde. 


V. GENERAL 
sscxss: 


1. Share Prices 



Weeks of 

Oct 5 

Oct 12 


1984 

1984 

Rothmans International (Pounds) 

160p 

160p 

RI convertible Pounds/Bonds (DM) 

4329 

4251 

Dunhill (Pounds) 

183p 

197p 

Carrolls (Irish Pounds) 

95.5p 

96.5 

Tabacofina (BF) 

3605 

3635 

RPM Canada (Can.$) 



- Common 

40 1/4 

40 3/8 

- Preferred B 

13 3/8 

13 1/8 

Carling O'Keefe (Can.$) 



- Common 

15 1/2 

16 3/8 

- Preferred A 

23 1/8 

23 1/8 

RPM Australia (Aust.$) 

9.50 

9.50 

Rothmans Industries, N.Z. (NZ$) 

1.77 

1.77 

RPM Malsysia (Sing.$) 

2.88 

2.76 

Rothmans Industries Ltd (Sing.$) 

1.98 

1.89 


Regards 


T. Gorham 


Source: https://www.industrydocuments.ucsf.edu/docs/xpdkOOOO 
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